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Survey of the Beomomy of the Dominican Fepublic

The Dominican egoncmy, which hes never provided more than a
subsistence level of liw;*ing; for most of the population, has gemerally
foundered since sbout 1050. In 186k, ihe por capita gross netlomel
product was 25 percent below the avernge for Iatin Amoriesn, and was caly
&t sbout the level of 1957. The fallure of the cconowy to lsep pace
ﬁ’.th the annuml increase in popmdation of 3.5 percent is the result of &
shift to low Jevels of investment. The probeble depletion of domestlc
savings makes the resatablistment of any significent perlod of econapdc
growth dependent on forelgn ceoporic assistance Tor the development and
alversifiontion of sgriculture -- which dominates econanic aetivity -- and
on the coovectlon of budgebery imbalances, diseguilidrime in the balance

of paymente, ond inefficiencles in the operation of stabte-omed entevyrises.

In large messure, the politleal tnotebility and recurrent breskdouns
in public order that bave plagued the Dominfcsn Republic gince the
assaspination of Truiille in May 1961, reflect the prolomged lnfluence of
depressed coonoedc conditions in the country and gross ineguities in the
aietribution of incame. Im 6 1s%in American populstion whick is generally
iradequately fod, clothed, boused, educated, emd doctored, the Dominicen
people rens mmong the lowost. In terms of per caplta food inteke and per
cepite gross matioml product (GNP), Dominicans rank 20 to 25 percent below

the latin Amorican average.
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15,332 squere wiles (31,7 uillion acres)
% sgrievitarel lnnd
W Popested sountedns

7% waste and urlen

3.6 miilion population (1XS) increasing 3.5% summually
1.5 million in labor force (estimated 1905)
&% in mgriculture
6§ in poverament
% in marmfecturing industries
27% in all other setivities

Unceployients wore than 25F of labor foree in 1965

Gross Fetlomel Product ((8P) in 195Gk at cwrrent pricessy

U8 3070 million; per capiia GNP
us $250

Compt of living increasesd
Wwee 1063 WO/GS
10% - B Generally stable

Balance of poyments dete (in millione of UB §):
1968 563 156k

Frode balance Y/ 37.2 S -12.0
Balance on

eureent

BOCGRNTE g! "E‘S AN "55‘-?
Fet forolon f
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1. Ammual bedence of the volue of ewports et Dominicen ports
minus the value of imports et the country of ovigin.

£. Inclndes in addition to balance of trade, swmal balance of
service payments amcmg which aere net flows of grent atd,
profits remitiapces, tourism, and freight and insurance
charges paid for the movement of exported and imported poods.

1, Recowds the end of year stetus of cleime sgninst Torelgners
held by Dosinicsns pinus claims ageinst Dominlcans held by
forelgnera, :
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The normplly low level of persomml welfsre wes vorsecned severely in
1965 Pollmwing the outbreck of revolution last April. The aluost total
dlsruption of ecconomic actlvity im the capltal, snd in varylng degrecs
throughout the country, led to bresidowns in normal marketing activities.
To £111 this vacuum $he US Food for Pesmce program wes converited Into e
mssive shergency relief activity, resching some 17 percent of the population
st ite peak durinc the middle of the yeex.
Ariendbuxel Doudnanes

The comntry's inability to provide more than a bere level of subslebence

3.

for nost. of the population 1s ceused, In part, by the structure of the
econamy and the wealmess of the agriculitural sector ﬁzi&h demxinaten b,
Agrionltwre éi‘f‘fe;{:‘&.?;y contriiutes about 40 percent to the country's GRP, and
noveally employs nearly two thinds of the Imbor fovee. Agriouliural
mwoduets -- m’ig\;mily suglr, coffee, cocom, tdbacco, end banapes -- ave
the spurce of sbout U0 pereent of the country's forelgn sxchange sarnings
from exports. The sugsr industry alone sccounts for more then balf of
normal export cwrnings.

Agrieultural output -- with mejor sceptions in the production of
sugar, tobheco, and bensnes for expart, and of rice and peamuts for ile
domestic market -- hus stognated since at least the beginming of the 1950%a.
Tervaln snd rainfall =it ihe amcount of new land thet emn We brought dnto
prodgetion, snd govermmnt icies bave done 1ittle to imorease productlion

gp thet already under cultivetion. Mountainows ferreln exeludes

[y
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agriculture to about il of {he total land arem. Moreover, climte

conditions, vanging fron gemi-arid o 8r1d in the agricultursl reglons wf
the western half of the coundry, cowtTitute o low levels of productivity.

levels of oatpat arv fmr 1imited by the lovw levels of technolosy,
y&ﬂteu}aﬁ;g smong farmers who produce for domeatic consumption. In pert,
rechaslogy reflpots the incquitics in 1and Aptrivation ss well as the
nigh rate of 11iteracy smong the rural popualstion.

About 86 porcent of the farers operate on vlote loss than 12 ncres
in sige which constitute smly 19 percent of the farmland. The smmll elee
of these plots means a subsistence stangsrd of living end prolonged wriods
mf; econmmie imaetivity for & mejority of the nation's farmers.

At the other end of the distribution schedule, one pevcent of the
Payus Account for 54 percent of the total farmland. About belf of this
arce wez confiseated from the Trujillo fanily sad asseociabes Tollwwing the
dictetorts assessisation ond is 5111 owned by the state. Mach of this
Jand, however, 18 inefficlently senaged aad imndequutely used. Recent
stagnstion in agriculture, in part, s directly sttributsble to the inept
menagement of gtate-owmed farme.

The valne of totnl agrieultural sutyrt 1s alse limited by the LeBvy
cowmitoent of Isnd pnd cuplinl resources 4o permapent crops. In 196G,
sbout 4G percent of the country’s land in crops wes poing used to produce
suger oans, coffec, and cocon. Because nf the heavy Piwed investment

involved, the general trend toverd lower world prices for these throe:

RN
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crops sinee the aid-1950's bes not lod to any subssential vesllocetion of
land to other move velwble crops.
Industry ond Borvices

Industrial activities in the Deulnican Republic are soverely liziled.
Mincrals a;m metals rosmrecs ave fow, tzcﬁaigi.m:g principally of bauxite,
nickel, selt, gypsum, end limestone. The most significent mining activity
is e baurite mine nomr Pedermales on the soutlsrest coast. The Aluminum
Coupany of Awerica, vhich has a 55-yeuy concession, bhas an investment of
about US $15 million in thls mine, and contributes about US $10 million
wapally to export cernings. e country also kes substantiel fron ove
reserves of peenium grade, but these have epparontly not been exploitfed
siloce the end of 1900. HFo commercially explofteble petroleun deposiis
bve been discovered, and the comntry Imports virtually sll ite mineral
fucls,

Henufecturing sctivities arc limited to a fov large-scele sgriculiursl
processing end chemiesl Industrics and & wide renge of mmll food procesaing,
tertile, and bullding materisls cstablishwentse. The milling and further
procesging of sugar cone Cominebes manufacturing setivity, comstituting an
estimated BBIT of the velue added of a1l industrisl sctivity.

A good privary roac syston Links all major economilc vegions, bubt the
fecder system linking ferpe to thelr principal markebs is lumdeguate. The
sugar mills medntaln en extensive railrosd network in the soublicagbers
costal plain, but thoere 1o oly wue single track, narrow gauge pmibliic

g e ’e -
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Gross Betionel Product {GNF) apd Pey Capite GNP

at 1950 Prices

{us $afﬂplimzm} e %‘g.giggl GZ%’P
1950 361.0 G
1951 3003 153
1952 35742 6
1953 hos 6 e
15k 57,5 87
1955 LoD 1o
1955 507.1 201
1957 561.5 207
1950 5052 208
1954 536,0 201
1960 {5245 a%7
1561 7.0 207
1962 GULa 21h
1963 5T 206
196k 7114 206
1965 {vange oi estizete) CHO-570 175-155
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railrosd of abort 7O niles linking la Veps in the centyal Cibas to Benchez
on the cest comst. The iclecompmpications sysben is small bt moderii.
Beonolc Performence

Becamt coonomic periorpance is divided roughly into tws periods.
From the end of 1950 through 1088, the coomomy generally grow steadily at
en average annual ratc of abomt 6.2 percent, a very vespeclsble rate for
& istin Ameviogn countyy. On & por capiie bosis, QP expanded about 2.5
porcent amwally durlog the period. The most importent factors in this
sustained rspld ecommic growth were the high rates of public and private
investment, and the stendy expunsion in exporis. Tewjillo’s sbility to
assure politicnl stability, to hold dewm privete comsumption by restricting
imcrensed 1n vege retes, and to sguecze the profits of the nation's
farpers was & nnjor factor pormitiing the high ratee of lnvesiment.

Fros the ond "xfli“f;‘?; throagh 159% smusl changes in @GP floctusicd
widely. OEP oo mepended st en svevage smmal rate of only 3.3 pereont,
ar leas then the ammsl populetion lncresse of 3.5 percent. Por osplia
GIP in 165k yee slightly less then in 1957,

Bven the sbeady increape in cxports following 105k failed to grov ss
&gg{iﬁl}* &6 inmports of noneconsmeer goods whose repld monoal increages were
ptimilated by steedy coononlc exponsion. A sharp drop in the norvally
positive ipade b&lanmr in 1057 led the goverment to introduve austerity
measures in its budget and to impose import restrictions 1n 3.,959. These

meagares alowed business scblivity in genexel and hit lavestment sctivity

S
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particalarly berd. The raintemence of these mespures through 1961, along
withk & deteriorstion in the volitienl climate, largely explains the pencrsl
stegnation experienced through 1961. There wes & epart in sctivity ir
1960 resuliing feom the US reallocation of part of the Cuban sashr guote
to ﬁﬁe Dominican Rerubiic, bub Trulillo benlked much of the revemues shroad.

The econcmiz policies of elmest all Dominican govermmimts since the
beginning of 1962 heve dome 3ittle to prowobte amnual fncreages in oubput,
ang, on telance, have robebly led to a2 deterioration In the bases Tor
sustalned long~tern growth. The pormissive waoe policies of most of
Trulillo's succossors led to on cetimeted 50 percent incressc in reel wngesn
i the two yesrs following 1961, These lowered mniness rrofits sod savings
wnd Mited the sbility of the piblic and privete sector to inmvest.
Althoagh erpanded conmwsor dermnd growing out of the wage incresses led ko
& jump in ccomomic sobtivity, domestic producery were wmble fo meot the
inoressed reguivemcnts, and prices rose rapldly in 1002 and 1063 fllowing
& prologed period of genersl mrice stebility under Trudillo. Increased
demand conbined with hisker domestic peices led to 2 sharp Jump in Jloports
following 1861, Only Bizh levels af foreign assistance, b&giming in 1962
end smounting Yo probably more than $129 211lfon in awwrsﬁwn*a ot
g6k mtéiﬁ&é. conglidernuly grester inflnlionary pressures.

The drop in output iun 1065 was probably on the order of 10 to 20
pereent. Thisg decline wvns largely o result of the disvuption o Imsiness

activity in Samto Donings caused by the revolution. It slso roflects o
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praote Mller erployuent of hueen and land resources also will be an
sepential component of any development plan.

Finally, ss world melces for seversl of the country's wajox expeort
crops are expocted Yo remsin low for several ystrs, divergificatiom of
sgrioulbare Tor both crport and domestic purnoscs 15 nocessary. ALl forms
of Iivestoek activity, ae vell se Incressed output of winter vegstables,
cotta, and rice, snong others, covld probably be incrogsed efficiently.
Bevnuse of the &%ﬁted metursl resources industrial develomsent will wuﬁ
to e directed to wider use of avwalilsble sgriculturel raw mteriais and
coptimied expansisg of such bagle services ma ¢lechric snergy.

The sbility of the Dresindcans to allocate develomment funds to their
poat efficlent uses 18 severely restricted by the lach of trsined porsomnel
and by the absence of 2 meaningful development plan, as woll 2s by political
cmmidmrgtiam. The ehovtage of sbiids in povermwent is metelod by on
agund, 1f not move severe, asbpence of manegerial and other skille in woud
of the private sector.

.Ewm with proper alloeniion of investments, benefits which ascrus to
the econony would probably be wasied in the support of Inelfficlently
crerated statc onterpriecs. An illustretisnm Gf such inefficianey 1z the
f;:trv:&rm@n’;;-mmﬁ Temintcon Buger Corvorotiom which lost mede then U8 $13
rmillion in 1965, 4z n reemdt of the confiscetion of propertics owned by
Trujillo and his sssociates, the Domdirdcan government owns about one-Tourth

of the eounbry's fornlmd and sn estismeted helf of the country's industrial
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»ct,;j;}.'s‘.ml. Apeort from Cubs, this pereentage of slate ownorship is the
Iirhest In Iatin Aperics and smong tho highest dn the non-Compmaniet uworld.
Berying foreion assistence, the povermment's sbility to provide
necessary snd efficient govermment services snd to promote developent also
iz regtrained by the oxistonce of a large budget defieit sz;é the country's
modest forelgn exchange position. Plmmed budgetery expenditurcs of sluost
v o5k million in 1E00 probebly will reeult in & dediclit on the wrder of
U8 $300 million, or about UB 70 million higher then any deflcit recorded
prior o 1695. The Dominiemns hoye to finence about US §75 million of the

defiedt through foreign prants and loans.
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